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Review of the UK economy update 
Peter Smith 

In his article on p. 28 of this issue of ECONOMIC REVIEW, Paul Turner presented a review of the UK 
economy in 2013. Here, I will supply an update by offering some more recent data showing how the 
economy is progressing. 

Let us begin with economic growth. In the article a graph was provided to show the growth rate of real 
GDP, using annualised quarter-on-quarter changes. Figure 1 below updates these data to the end of 
2013. 

 
 

This reveals that the improvement seen towards the end of the period (shown in the article in the 
magazine) was maintained up to the end of the year. Indeed, average growth over the whole year was 
about 2.7%, which is encouraging after the less stable pattern of the previous years. 
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There were some other good signs as well. Inflation, as measured by the change in CPI, was within 
the target range — this averaged at 2.6% over the year as a whole but decelerated towards the end of 
the year. The percentage change in December 2013 compared with the same quarter a year earlier 
was 2.0%, and this fell to 1.9% in January 2014. 

Unemployment in December 2013 had fallen to 2.34 million on the ILO definition (7.2% of the 
workforce). LFS employment by this time had reached 30.146 million — an increase of 193,000 in the 
year. 

These promising signs for the economy were echoed in the Bank of England’s Inflation Report in 
February 2014, which noted the strong economic growth and evidence of a revival in the housing 
market. It also acknowledged that unemployment had fallen more rapidly than the Monetary Policy 
Committee (MPC) had anticipated, and it looked as if it would reach the 7% mark by the spring of 
2014. This is significant because the MPC had earlier indicated that once this threshold was reached, 
it would undertake a broad assessment of the economy, in particular to evaluate the extent to which 
there is spare capacity in the economy. The reason that this is important is because the MPC will not 
wish to consider raising the bank rate until spare capacity has been eliminated. 

Growth in an international context 
Given that the UK is an open economy that exists as part of the global economy, it is important to set 
the performance of the economy in an international context. Figure 2 shows the growth rate of the UK 
economy alongside selected other European countries. 
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This clearly shows the way that European countries were all affected by the onset of recession in the 
late 2000s. The different experiences of recovery have shown some variety. Germany picked up 
rather more quickly than the other countries shown but also experienced a slowdown towards the end 
of the period. Italy and the UK followed very similar paths from 2009 until about 2011 but Italy then 
entered a second recession. Greece, on the other hand, has experienced negative growth in every 
quarter since the third quarter of 2008 and it will clearly take many years before GDP is back to the 
levels achieved before the recession. 

Looking more broadly, Figure 3 shows GDP growth in the world as a whole and in two very different 
regions — Developing Asia and Africa. 

 
 

The region known as Developing Asia includes China and India, plus other developing countries in 
Asia. You can see that this region experienced a slowdown at the time of the recession, which 
affected many advanced nations, but nonetheless continued to grow at a rapid rate throughout. This is 
in large measure the result of the extremely fast growth in China and India. 

The data for Africa offer some hope for the future in this region. It is well known that countries in Africa 
(especially the sub-Saharan region) have lagged behind in terms of development, with many 
economies still classified as low-income countries by the World Bank. It is therefore promising that 
although growth in Africa did slow at the time of the world recession, GDP growth remained positive 
throughout.  


